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Pamela Lane 

Director 


OFFICE OF POLICY RESEARCH & ANALYSIS 


COMMITTEE MEMBERS February 12, 2018 

Raymond Basham (C) NOTICE OF MEETING 

Al Haidous (VC) 

Irma Clark-Coleman 

Tim Killeen OF THE 

Diane Webb 

COMMITTEE ON AUDIT 

Wednesday, February 14, 2018 - 9:30 a.m. 

Hearing Room 704, Guardian Building, 500 Griswold, Detroit, Ml 48226 

Commissioner Raymond Basham, Chairman of the Committee on Audit, has scheduled a 
meeting of the Committee on Wednesday, February 14, 2018 at 9:30 a.m. in Hearing Room 704, 
Guardian Building, 500 Griswold, Detroit, Ml 48226 to consider the following: 

A. Roll Call 

B. Approval of the January 31, 2018 meeting minutes 

C. Unfinished Business 

1. Communication dated January 29, 2018 (received January 29th) from Marcella Cora, Wayne 

County Legislative Auditor General, forwarding the Corrective Action Plan (CAP), and the 
Auditor General’s Assessment, for the Wayne County Department of Corporation Counsel- 
Outside Legal Services Performance Audit; the report is dated January 16, 2018; it is advised 
that the report is subject to the review, discussion, suggestions and recommendation to be 
received and filed by the Wayne County Commission. (2017-57-012) 


Notes: This meeting is called in accordance with provisions of the "Open Meetings Act", Act No. 267, Public Acts of 1976. 

The County of Wayne will provide necessary reasonable auxiliary aids and services, such as signers for the hearing impaired and audiotapes of 
printed materials being considered at the meeting, to individuals with disabilities at the Commission meeting upon five days notice to the Clerk of the 
Commission. Individuals with disabilities requiring auxiliary aids or services should contact. 


500 GRISWOLD ® SUITE 861 • DETROIT, MICHIGAN 48226 • TELEPHONE: (313) 224-0903 • FAX: (313)224-7484 




Notice - Committee on Audit 

February 14, 2018 - Page 2 

D. New Business 

1. Communication dated February 8, 2018 (received February 12th) from Marcella Cora, Wayne 
County Legislative Auditor General, forwarding a copy of the Office of the Legislative Auditor 
General’s Limited Analytical Review report of the Wayne County Treasurer’s Office, 
Investment Reports for Fiscal Year 2017; the report is dated February 7, 2018; it is advised 
that the report is subject to the review, discussion and recommendation to be received and 
filed by the Wayne County Commission. (2018-57-900) 

E. Such other matters as may be properly submitted before the Committee 

F. Public Comments 

G. Adjournment 


Respectfully submitted, 


Darcel Brown, Legislative Research Assistant (224-0848) 


Note: 


In accordance with the provisions of Rule 3, "The Chairperson of a Committee, when requested in advance of any given meeting, may permit a person 
making such request to address the Committee on any matter on the Agenda. Such address shall not be longer than the time allotted by the 
Chairperson, subject to the approval of the Committee”. 



COMMITTEE ON AUDIT 


February 14, 2018 

B. Approval of the January 31, 2018 meeting minutes 




MINUTES 

COMMITTEE ON AUDIT 


Wednesday, January 31, 2018 - 9:30 a.m. 


A. Roll Call: 9:30 a.m. 

- Present 

- Present 

- Present 

- Present 

- Present 

Approved. The January 17, 2018 meeting 
minutes. Motion Carried. 


Passed For The Day. Communication from 
Marcella Cora, Wayne County Legislative 
Auditor General, forwarding the Corrective 
Action Plan (CAP), and the Auditor General’s 
Assessment, for the Wayne County Department 
of Corporation Counsel-Outside Legal Services 
Performance Audit. (2017-57-012) Motion 
Carried. 

Commissioner Basham requested that the item 
be passed for the day so that the Auditor and 
Corporation Counsel can meet to correct the 
findings. 

E. Such other matters as may be presented before the Committee. 

Marcella Cora, Legislative Auditor General, told the committee that the Audit Plan 
Risk Assessment questionnaires have been sent out and her department is awaiting 
for the responses to returned. 

F. Public Comments 

G. Adjournment Haidous/Webb 


Raymond Basham (C) 
Al Haidous (VC) 

Tim Killeen 
Irma Clark-Coleman 
Diane Webb 

B. Clark-Coleman/Webb 


C. Unfinished Business 

D. New Business 

1. Webb/Killeen 



The meeting was adjourned at 9:40 a.m. 
Respectfully submitted, 

Da reel Brown 

Legislative Research Assistant 



^M'axjne (Eoimt|r (HammtSBmxt 


Gary Woronchak 

Chairman 



Pamela Lane 

Director 


OFFICE OF POLICY RESE. 


COMMITTEE MEMBERS January 29, 2018 

Raymond Basham (C) NOTICE OF MEETING 

Al Haidous (VC) 

Irma Clark-Coleman 

Tim Killeen OF THE 

Diane Webb 

COMMITTEE ON AUDIT 

Wednesday, January 31, 2018 - 9:30 a.m. 

Hearing Room 704, Guardian Building, 500 Griswold, Detroit, Ml 48226 

Commissioner Raymond Basham, Chairman of the Committee on Audit, has scheduled a 
meeting of the Committee on Wednesday, January 31, 2018 at 9:30 a.m. in Hearing Room 704, 
Guardian Building, 500 Griswold, Detroit, Ml 48226 to consider the following: 

A. Roll Call 

B. Approval of the January 17, 2018 meeting minutes 

C. Unfinished Business 

D. New Business 

1. Communication dated January 29, 2018 (received January 29th) from Marcella Cora, Wayne 
County Legislative Auditor General, forwarding the Corrective Action Plan (CAP), and the 
Auditor General's Assessment, for the Wayne County Department of Corporation Counsel- 
Outside Legal Services Performance Audit; the report is dated January 16, 2018; it is advised 
that the report is subject to the review, discussion, suggestions and recommendation to be 
received and filed by the Wayne County Commission. (2017-57-012) 


Notes: This meeting is called In accordance with provisions of the "Open Meetings Act”, Act No. 267, Public Acts of 1976. 

The County of Wayne will provide necessary reasonable auxiliary aids anti services, such as signers for the hearing impaired and audiotapes of 
printed materials being considered at the meeting, to individuals with disabilities at the Commission meeting upon five days notice to the Clerk of the 
Commission. Individuals with disabilities requiring auxiliary aids or services should contact. 


500 GRISWOLD • SUITE 861 • DETROIT, MICHIGAN 48226 * TELEPHONE: (313) 224-0903 * FAX: (313)224-7484 








Notice - Committee on Audit 
January 31,2018 - Page 2 

E. Such other matters as may be properly submitted before the Committee 

F. Public Comments 

G. Adjournment 


Respectfully submitted, 


Parcel Brown, Legislative Research Assistant (224-0848) 


Note: 


In accordance with the provisions of Rule 3, "The Chairperson of a Committee, when requested In advance of any given meeting, may permit a person 
making such request to address the Committee on any matter on the Agenda. Such address shall not be longer than the time allotted by the 
Chairperson, subject to the approval of the Committee", 



COMMITTEE ON AUDIT 
February 14, 2018 

C.I.- The Corrective Action Plan (CAP), and the Auditor General’s 
Assessment, for the Wayne County Department of Corporation 
Counsel-Outside Legal Services Performance Audit 


(2017-57-012) 




#ffue of HegtsLitibe 


Mutator General 


MARCELLA CORA CPA, CIA, CICA, CGMA 

AUDITOR GENERAL 



TELEPHONE: (313) 224-8354 


500 GRISWOLD STREET 
STE. 842 GUARDIAN BLDG 
DETROIT. MICHIGAN 48226 


January 26, 2018 


COMMITTEE ON AUDIT TRANSMITTAL LETTER 


Wayne County Committee on Audit: 

Enclosed is our final copy of the Corrective Action Plan (CAP), and the Auditor General’s 
Assessment, for the Wayne County Department of Corporation Counsel - Outside Legal 
Services Performance Audit. Our report is dated January 16, 2018; DAP No. 2017-57-012. 

We are pleased to inform you that management and staff from the Departments of Corporation 
Counsel and Management & Budget, Risk Management Division offered their full and complete 
cooperation during the review. If you have any questions, concerns, or desire to discuss the 
report in greater detail, we would be happy to do so at your convenience. This report is intended 
for your information and should not be used for any other purpose. 



Marcella Cora, CPA, CIA, CGMA, CICA 
Auditor General 


REPORT DISTRIBUTION 


Department of Corporation Counsel 

Zenna Elhasan, Corporation Counsel 


Department of Management & Budget 

Claire Mason Lee, Director of Administration, Benefits and Disability Administration & Risk 

Management 

Ashley V. Johnson, Assistant Division Director of Grants and Contract Management 


Wayne County Commissioners 





Office of Hogtslatibe 

Hubttor General 


MARCELLA CORA CPA, CIA, CICA, CGMA 

AUDITOR GENERAL 



500 GRISWOLD STREET 
STE 842 GUARDIAN BLDG 
DETROIT, MICHIGAN 48226 

TELEPHONE: (313)224-8354 


January 16, 2018 


DAP No. 2017-57-012 


Honorable Raymond Basham, Chairman 

Audit Committee 

Wayne County Commission 

County of Wayne 

500 Griswold 

Detroit, MI 48226 

Subject: Corrective Action Plan, including the Auditor General’s Assessment, November 

15, 2017, for the Wayne County Department of Corporation Counsel - Outside 
Legal Counsel Services. 

Deal' Chairman Basham: 

In accordance with Government Auditing Standards issued by the Comptroller General of the 
United States, and the International Standards for the Professional Practice of Internal Auditing 
issued by the Institute of Internal Auditors, the Office of Legislative Auditor General (OAG) 
requested the Wayne County Department of Corporation Counsel — Outside Legal Counsel 
Services to submit a Corrective Action Plan (CAP) for the recommendations identified in the 
Wayne County Department of Corporation Counsel - Outside Legal Counsel Services 
Performance Engagement, dated July 6, 2017. Thirteen recommendations were addressed to the 
Wayne County Department of Corporation Counsel and one (1) recommendation to Wayne 
County Department of Risk Management. 

The CAP was provided as requested. Attached is a Summary and Assessment of the CAP 
prepared by the OAG. The summary schedule includes: the recommendations; management’s 
comments on the findings and recommendations; management’s action taken or planned; 
whether management has or intends to implement the recommendation; responsible 
person(s)/area; implementation or targeted implementation date; and the Auditor General’s 
assessment. 





Honorable Raymond Basham, Chairman 
DAP No 2017-57-012 
January 16, 2017 
Page 2 of2 

Our assessment of the 14 recommendations found that management took sufficient action on five 
(5) recommendations, four (4) have not been addressed and five (5) are in process. Therefore, a 
follow-up review is deemed necessary. 


Respectfully submitted, 

cvuuAf- 

Marcella Cora, CPA, CIA, CICA, CGMA 
Auditor General 



Attachment 

Cc: Zeima Elhasan, Director, Wayne County Department of Corporation Counsel 

Claire Mason Lee, Director of Administration, Benefits and Disability Administration & 
Risk Management 

Ashley V. Johnson, Assistant Division Director of Grants and Contracts, M&B 



Wayne County Department of Corporation Counsel 
Outside Legal Counsel Services 
Performance Engagement 
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COMMITTEE ON AUDIT 


February 14, 2018 

D.I.- The Office of the Legislative Auditor General’s Limited Analytical 
Review report of the Wayne County Treasurer’s Office, Investment 
Reports for Fiscal year 2017 


(2018-57-900) 




MARCELLA CORA CPA, CIA, CICA, CGMA 
AUDITOR GENERAL 
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500 GRISWOLD STREET 
STL. 842 GUARDIAN BLDG 
DETROIT, MICHIGAN 48226 

TELEPHONE: (213) 224-8354 


February 7, 2018 


DAP No: 2018-57-900 


Honorable Erie R. Sabree 
Wayne County Treasurer 
County of Wayne, Michigan 
400 Monroe, 5 th Floor 
Detroit, MI 48226 


Re: Limited Analytical Review Engagement of the Wayne County Treasurer’s Office, 

Investment Reports, Fiscal Year 2017, October 1,2016 - September 30, 2017. 

Dear Honorable Eric R. Sabree: 

Introduction 

The Wayne County Office of Legislative Auditor General (OAG) has performed a Limited 
Analytical Review of the Wayne Comity Treasurer’s Office, Investment Reports for Fiscal 
Year (FY) 2037; October l, 2016 - September 30, 2017. We obtained copies of the FY 
2017 Quarterly Investment Reports from the Wayne County Treasurer. 

Scope of Work 

The procedures we performed regarding this engagement were limited to an analytical 
review of investments managed by the Treasurer’s Office and does not constitute an audit 
or review in accordance with Generally Accepted Government Auditing Standards issued 
by the Comptroller General of the United States or the International Standards for (he 
Professional Practice of Internal Auditing issued by the Institute of Internal Auditors. 

Because the procedures performed did not constitute an audit or review, we do not express 
any conclusion(s) or opinion(s) regarding the investment activities reported in the 
Treasurer’s report. 

We reviewed the: 1) completeness and thoroughness of the report; 2) report’s compliance 
with applicable state statutes and the county’s investment policy; and, 3) trends in 
investment balances and interest earnings. 




Honorable Eric R. Sabree 
Investment Reports Fiscal Year 2017 
DAP No. 2018-57-900 
February 7, 2018 
Page 2 of 6 


Background 

ihe Treasurer is required by Michigan Public Act 20 of 1943. as amended, and Wayne 
County's Comprehensive Investment Policy Section 117 to invest in only certain types of 
investments, the Comprehensive Investment Policy states as an objective for the cash 
management portfolio: “to regularly exceed the average return on three-month U.S. 
Treasury Bills.” 


The Wayne County Treasurer’s Office stated the primary objective of the County's 
investment activities is the safety of principal, while providing liquidity and return on 
investment. The County makes deposits with financial institutions that consist of checking 
accounts, savings accounts, money market funds, eel’s, municipal bonds, and government 
agency securities. For each quarter, the Federal Deposit Insurance Corporation (FD1C) 
insurance was limited to $250,000 per banking institution. 

I he Treasurer manages three portfolios: General Operating, Building Authority, and 
General Reserve (Bond Reserve). Only the General Operating Portfolio is available to 
meet the county's current obligations. The other two are restricted to specific purposes. 

• The Building Authority Portfolio is primarily comprised of unspent jail bond 
proceeds issued by the Authority. 

• The General Reserve Portfolio is primarily used to pay the debt service on sewage 
disposal system bonds and cash that is restricted for forfeiture foreclosure activities. 

Michigan Public Act 213 of 2007, effective December 27, 2007, requires (lie Treasurer to 
provide quarterly a written report to the governing body, the Wayne County Commission, 
concerning the investment of county funds. However, a lime period to submit the report is 
not stipulated. 

In November 2016, the County Treasurer established an Investment Management 
Agreement with Robinson Capital Management. According to Treasurer Officials, the firm 
manages approximately 15% of the county’s investment portfolio and has expertise in the 
fixed income markets and the investment of public funds in Michigan. The Treasurer is 
responsible for managing and making investment decisions on the remaining 85% of the 
county’s portfolio. 

In conjunction with the Investment Management Agreement, a Custody Agreement was 
established with Huntington Bank. This agreement established a trust account with 
Huntington Bank to act as custodian of funds and securities for all investment purchases. 
The 3 IC party safekeeping arraignment provides additional security of funds. 
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Submission of Quarterly Report 

The applicable state statute, P.A. 213 of 2007, does not specify what information is 
specifically required for communication to the governing body or a specified date for 
submission. Based on our review, it appears the Treasurer’s quarterly reports for fiscal 
year 2017 were complete and thorough in its reporting of the- investments managed by the 
Treasurer. 

The Treasurer’s FY 2017 Quarterly Investment Reports were communicated to the Chair of 
the Wayne County Commission as follows: 


Reporting Period 

Date oj 

Communication 

1 bl Quarter, October 2016 - December 2016 

February 23, 2017 

2 ml Quarter, January 2017 - March 2017* 

July 31,2017 

3rd Quarter, April 2017 - June 2017* 

July 31,2017 

4th Quarter, July 2017 - September 2017 

December 18. 2017 


* Sent siniuUaneoiisly/logettier lo Chair of Commission 


Compliance with State Statutes and County Ordinance 

As promulgated by law, the Treasurer is responsible for managing and investing the 
county’s three cash portfolios: General Operating, Building Authority, and General 
Reserve (Bond Reserve). Based on our review of the quarterly reports, it appears the 
investments and investment types were in compliance with state statutes. 

The Wayne County Comprehensive Investment Policy, Section ll7-2(b) directs the 
following: 

“The cash management portfolio shall he designed lo regularly exceed the 
average return on three-month U.S. Treasury bills . *' 

We found the average rale of return for investments within all three investment portfolios 
were not in compliance with the policy during several months within the fiscal year (see 
chart below). Further, the Building Authority portfolio was out of compliance with the 
county’s Investment Policy from March 2017 through the end of the fiscal year. 







Honorable Eric R. Sabree 
Investment Reports Fiscal Year 2017 
DAP No. 2018-57-900 
February 7, 2018 
Page 4 of 6 


Schedule of Investment Portfolio Average Yields 
For the FY 2017 













.EJSgftK 

Yijar 



?/Vy Cl ng v£p"ij' 

MoiitlilyYy 

IlteiMl 

lap 

BHb 

VoisPf 

itfaia 

: • / 

SSI 

IBS! 

JjpIBI 

V rl _.T:T ’■ .A 

Ml 

aBiillWB 

iMBm 

Ocl 

$401.00 

$ 

58.00 

7 

29.80 

0.71 

0,72 

1.34 

0.24 

0.33 0.40 

Nov 

$ 369.40 

$ 

57.70 

$ 

28.90 

0.70 

0.64 

1.34 

0.29 

0.45 0.41 

Dec 

$ 372.00 

$ 

57.70 

$ 

29.14 

0.63 

0.69 

1.09 

0.41 

0.51 0.54 

)an 

$ 427.29 

$ 

57.73 

7 

29,22 

0.63 

0.68 

I.D0 

0.49 

0.51 0.65 

Feb 

S 439.66 

$ 

57.30 

$ 

34.27 

0.67 

0,68 

0.83 

0.47 

0,52 0.66 

Mar 

$ 388.79 

$ 

57.29 

$ 

30.65 

0.70 

0.66 

0.81 

0.65 

0,74 0.79 

April 

$ 397.89 

$ 

57,27 

s 

36.62 

0.7S 

0.66 

0,82 

0.73 

0.80 0.90 

May 

$ 375.78 

$ 

57.11 

$ 

39.04 

0.78 

0,70 

0.81 

0.71 

0.89 0.91 

June 

$ 379.34 

$ 

57.19 

$ 

43.72 

0.96 

0.77 

0.98 

0.82 

0,98 1.04 

July 

$ 382,87 

$ 

57.15 

$ 

39.61 

’bis 

0.74 

1,08 

0.95 

1.07 1.15 

Aug 

$ 443.74 

$ 

57.09 

$ 

39.83 

1.05 

0.78 

1,12 

0.96 

1.01 1.16 

!h>_ 

$ 624.25 

$ 

57.02 

$ 

38.70 

1.11 

0.81 

UO 

0.98 

1,03 1.15 


'Source: fcderalreserv6.gov 


According, to a Treasurer Official: 

In late 2016 and early 2017, the Federal Reserve began aggressively raising the federal 
funds rate. These rate increases directly affect the T-Bill rate, but not any locked-in rate in 
the County's investment portfolios. In this type of environment, there will be a lag in the 
yields of the County’s large portfolio. The yield rate for our portfolio is an average rate 
over lime while the T-Bill rate is a “snap shot rate” at a specific time. 

In addition, officials stated they were instructed to keep the Building Authority Portfolio 
investment types liquid in case any funding was needed for the jail project. As a result, 
higher earning yields from instruments such as long term certificates of deposit were not 
pursued. These types of instruments would have increased the portfolio’s average yield. 

Trends in Investment Balances and Earnings 

Increase in Investment For I folio Balanc es 

The portfolio balances managed by the WCTO increased by $129.89 million from FY 2016 
to FY 2017 (see chart below). The majority of the increase is in the General Operating 
Portfolio, which increased a total of $122.37 million or 24% from FY 2016 to FY 2017. 
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Schedule of Investment Portfolio Balances 
For Fiscal Years Ending September 30, 2016 and 2017 

(In millions) 


Portfolio Name 

FY 2017 

FY 2016 

Increase / 
(Decrease) 

General Operating 

$ 624.25 

$ 501.88 

$ 122.37 

Building Authority 

57.02 

57.97 

(0.95) 

General Reserves (Bonds) 

38.76 

30.29 

8.47 

FY Total 

$ 720.03 

$ 590.14 

$ 129.89 


Source: Wayne County Treasurer’s Office, PY 2016 and PY 2017 investment Reports 


According to a Treasurer Official; 


There are many factors that explain the increase in the General Operating portfolio and 
why the fiscal year ending balance changes from one year to the next. There was a 
significant increase in current collections from taxing jurisdictions (municipalities) year 
over year. The best explanation of this would be timing, as year over year total taxes 
would only increase a few percent. A second reason is a significant increase in auction 
proceeds year over year. A better economic climate and increasing real estate values have 
made auction purchases more attractive and expensive. 


Net Interest Earned Durins Fiscal Year 


During fiscal year 2017, net interest (interest less amortization of premium) earned on the 
three portfolios was $4.77 million . The majority of the net interest earned was attributed to 
the General Operating Portfolio, which represented $3.94 million, or 83% of total interest 
earned for the fiscal year. Comparatively, during FY 2016, net interest earned on the three 
portfolios was $3.52 million. This represents an increase in interest earned from FY 2016 
to FY 2017 of $1.25 million or 35.5%. 
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Schedule of Quarterly Interest Earned by Portfolio 
During Fiscal Year 2017 
(In thousands) 



Views of Responsible Officials 

We shared the- report with the Treasurer Official who provided responses to our inquiries. 
Conclusion 

It is our opinion that the Treasurer is in full compliance with the State of Michigan’s public 
acts and investment risk appears to be sufficiently managed. 

We did find all three investment portfolios were not in compliance with the Wayne County 
Comprehensive Investment Policy for several months throughout the fiscal year. However, 
only the Building Authority Portfolio remained out of compliance at fiscal year-end. 

On behalf of the OAG, we would like to thank the officials in the Wayne County 
Treasurer’s Office for their cooperation during the engagement. 

Respectfu 11 y Submi lted, 

Marcella Cora, CPA, CIA, CICA, CGMA 
Auditor General 


cc. Melanie Kersey, Chief Deputy Treasurer 

Carl Stafford, Interim Deputy Treasurer - Financial Services 
John Kravitx, Assistant Deputy Treasurer - Financial services 
Wayne County Audit Committee 









